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Russian attacks on merchant
shipping could constitute a
war crime

ANY NAVAL ATTACK on any merchant vessel of any flag could
potentially be deemed a war crime, giving shipowners recourse
through the International Criminal Court or any court system that
recognises universal jurisdiction on human rights, according to legal
experts.

The issue has suddenly become salient after Russia last week
announced that ships trading with Ukraine in the wake of the end of
the Black Sea grain initiative will now be considered a legitimate
military target.

However, there are circumstances in which Russia could legitimately
intercept and board vessels suspected of carrying arms or munitions to
the country that it invaded in February 2022.

Other lawyers have already highlighted the United Nations Convention
on the Law of the Sea, which establishes the right of innocent passage
for shipping in sections 17, 18, 19 and 25.3.

The Russian threat seems to have had a chilling effect on the
willingness of shipowners to undertake fixtures to load grain at
Ukrainian ports, which remains legal business.

While some war risk underwriters have taken the conscious decision
not to cover the Black Sea for the time being, cover is available from
their more adventurous rivals.

There are reports that ships entering the Black Sea are being
contacted by Russian warships and grilled as their intended
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destination, with the corvette Sergey Kotov
patrolling commercial shipping lanes.

The body of law known as the Law of Armed Conflict
includes significant rules relating to economic
warfare, including blockade and interdiction of
vessels suspected of carrying contraband or
conducting other non-neutral service.

Operations aimed at preventing passage into and out
of Ukrainian ports could be regulated under the law
of blockade, according to a paper written jointly by
barrister David Hammond, chief executive of the
non-governmental organisation Human Rights at
Sea, and professor Steven Haines of the University
of Greenwich.

“If a vessel, be it enemy or neutral, fails to comply
with legitimate calls to stop and be searched, it can
render itself vulnerable to targeting and may even be
sunk in certain circumstances,” they said.

“Although there are rules for the protection of their
civilian crews contained in the 1949 Geneva
Conventions, civilian crew members are at higher
risk of being injured in an attack on a vessel if, for
example, the merchant vessel is in a convoy under
military command.”

One interpretation is that crews of all merchant
vessels either breaching a legally imposed blockade
or carrying contraband in the Black Sea are directly
participating in hostilities and therefore potentially
subject to attack.

However, vessels can only be targeted if they refuse
to stop for boarding and search, if challenged.

Moreover, a naval blockade must be formally
announced and promulgated, and must be applied in
a non-discriminatory manner, meaning that no
vessel should be allowed through, regardless of flag
or cargo. Russia has not to date formally declared a
blockade but could do so at any time.

“What Russia cannot do, and what it appears to be
suggesting it will do, is simply regard all merchant
shipping in the Black Sea as legitimate targets for
attack without first establishing their engagement in
the transport of contraband and/or non-neutral
service,” Hammond and Haines added.

An eminent KC in the field, who asked not to be
named as it might complicate future litigation, took
a stronger line, arguing that the Russian invasion of
Ukraine has been deemed illegal, and that any
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actions it takes to further its war aims are illegal by
virtue of that.

“While ordinary principles are not disapplied — for
instance, Ukraine is not allowed to
disproportionately kill civilians just because Russia
has invaded — there’s a complication.

“International law would not necessarily recognise it
as legitimate for Russia to target military supplies
going to Ukraine in circumstances where Russia is
an unlawful aggressor.”

It would thus be illegal for Russia to attack any
non-military ship, whether flagged in Ukraine or a
national or open register, even if it were carrying a
militarily useful cargo.

All military conduct is subject to proportionality,
which in this instance would imply interception and
removal of any military hardware.

“To bomb it and sink it would likely be a war crime.
But it would also be a war crime because it would be
an extension of Russia’s war of aggression.”

Legal recourse for shipowners could come through
the International Criminal Court, or any court
system — including the English courts — that
recognise universal jurisdiction on human rights
matters.

The action could be taken against the military
officers leading the unit that attacked a ship, or
against Russian political leaders, potentially up to
Putin himself, if it can be shown that they issued
orders for attacks on shipping.

Both James Earle, a barrister at 9 Bedford Row
Chambers, and Aarif Abraham of Manchester-based
Garden Court North chambers, pointed out to the
importance of the San Remo Manual on
International Law Applicable to Armed Conflict at
Sea which was adopted by the International Institute
of Humanitarian Law in 1994.

The document was deemed necessary to provide
an updated interpretation of the relevant
international law, as the Geneva Convention of
1949 deals principally with the narrow topic of
protection for sick, wounded and shipwrecked
personnel at sea.

As a codification of customary international law, it is

regarded as a legally recognised document, but is
not binding on states.
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Among other provisions, it sets down basic limits on
who and what can be targeted, warnings that need
to be given and the exemptions that must be offered
to civilians and neutral states.

It also sets stipulations on the conditions
surrounding the use of missiles, torpedoes, mines
and blockades.

WHAT TO WATCH

CIMC mooted as a potential buyer

of CDB Leasing

CHINA International Marine Containers has
emerged as a potential buyer in the takeover of CDB
Financial Leasing, whose assets include more than
200 vessels worth about $7bn.

The ownership change of one of China’s largest
leasing houses has entered its late stage and could be
completed by the end of this year, according to
market sources with knowledge of the matter.

Lloyd’s List has reported that the parent company of
CDB Financial Leasing, China Development Bank, is
looking to sell the Hong Kong-listed subsidiary
owing to strategic adjustments. The buyer is likely to
be a large enterprise operating under the auspices of
the Shenzhen government.

The policy bank owns 64% of the equity in CDB
Leasing, which has a market capitalisation of about
$2bn.

Sources said the sale plan has been discussed
internally for several years. The latest development
is that Shenzhen-listed CIMC, a diversified
conglomerate, might become involved in the
potential buyer’s side.

Apart from being the world’s largest container
maker, CIMC also engages in logistics, energy
equipment and offshore projects.

Its leasing subsidiary, CIMC Capital, is speculated to
be a merger partner with CDB Leasing.

CIMC’s largest shareholder is Shenzhen Capital
Holdings, with a 29.7% stake. The latter company is
one of the four major equity investment outfits
under the Shenzhen State-owned Assets Supervision
and Administration Commission.

The other three are Shenzhen Capital Group,
Shenzhen Investment Holdings and Shenzhen
Kunpeng Equity Investment Management.

What is more interesting is that state-owned giant

Lloyd's List | Daily Briefing Monday 31st July

China Merchants Group owns 24.5% of CIMC, being
the second-largest shareholder.

A source close to CMG said the group’s shipping and
leasing divisions have seen synergies with CDB
Leasing. In that light, it is interested in joining the
deal. Using CIMC as an acquisition vehicle would
serve this purpose, the person said.

Via several listed and non-listed shipping units,
CMG controls a diversified fleet of about 300 vessels.

As of the end of 2022, CDB Leasing’s shipping
portfolio includes a live fleet of 162 dry bulkers, 34
product tankers, 19 containerships, six liquefied
natural gas carriers and one cruise ship. It also
boasted an orderbook of 21 bulkers and 17 product
tankers among other types of vessels.

The source suggested CMG can provide operational
support for the lessor’s tonnage, especially the
lucrative product tankers, many of which are not yet
locked into long-term charters.

China Merchants Bank Leasing and China
Merchants Commercial Leasing also have large
exposure to airplane and infrastructure projects, in
addition to ships. These overlap the main business
area of CDB Leasing, the person added.

It is not yet clear what the extent of any CIMC
involvement in the takeover deal would be. It is not
known whether it would be used as the main
acquirer or a minority stake buyer, either of which
will open a channel for CMG to chip in as a partner.

CDB Leasing and CIMC did not respond to requests
for comments.

If the sale is reached, CDB Leasing is expected to
operate in a more market-oriented manner, as the
Shenzhen government and CMG are said to have a
relatively liberal governance style compared with the
policy bank, which is directly under Beijing
command.
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That suggests, at least in shipping, the lessor’s
operating leases, many of which involve it ordering
ships on its own and taking the asset risks in exchange
for higher returns, may see further development.

However, the effect of losing the backing from a state
lender parent on its borrowing costs remains to be
seen.

The View: Fires — Now a burning issue

ONE person killed, several badly burned, an estimated
$13m economic loss for Mercedes-Benz alone and a
total outlay many times that amount when the claims
finally land on the desks of marine insurers.

The blaze on pure car and truck carrier Fremantle
Highway (IMO: 9667344) this week will clearly
rank among the worst casualties of the current
policy year.

It will also reignite — to use an appropriate word in
the context — the controversy over fires on ships,
which represents a growing problem across the
industry right now.

There were more than 200 of them in the past year,
with 64 vessels lost to fires over the past five years,
making it the second most common cause of loss, we
are told by Allianz Global Corporate & Speciality.

Many of these are not your dad’s engine room fires.
Of late, the issue appears most acute on PCTCs and
boxships.

Increasingly, shipping and marine insurance circles
are starting to ponder the risks of lithium-ion
batteries on the electric vehicles that make up an
increasing proportion of PCTC cargo.

We do not yet know what happened on Fremantle
Highway, and investigations cannot even begin until
the flames are out. But there are already suggestions
that the conflagration broke out near to where the
EVs were parked.

Media speculation pointed to battery combustion as
the suspected cause of the initial fire that sank
Felicity Ace (IMO: 9293911), another PCTC, in
February 2022.

But as the ship and its consignment of 4,000 brand
new Volkswagens worth around $400m are sitting
on the seabed, we will never ascertain the truth. By
the way, Panama, when are making the report
available to the shipping public?

One problem could be saltwater intrusion, which in

the not insignificant estimation of the US Coast
Guard, could generate an extreme fire risk.
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The point is, we still do not know for certain what is
going on. While the spate of casualties suggests
more than the workings of chance, lithium-ion
batteries are innocent until proven guilty. But it is
surely time to start asking searching questions.

The greatest moral imperative to do so stems from
loss of life. Fremantle Highway isn’t the only fatal
casualty resulting from a car carrier fire this
month.

It is only three weeks since two New Jersey
firefighters died while tackling a blaze on board the
Grimaldi’s Grande Costa dAvorio (IMO: 9465382)
at Port Newark.

But there are financial incentives, too. AGCS
calculates that fire is the most expensive cause of
marine loss, accounting for 18% of the value of some
250,000 claims it analysed.

As Gallagher’s Mike Ingham pointed out, two major
PCTC losses a year alone is probably enough to wipe
out all global premiums on the segment, making it
increasingly hard to insure. Expect pricing to go
through the roof at the next renewal.

Unsuitable vessels

One or two isolated voices — such as West of
England’s loss prevention manager Simon
Hodgkinson — have gone so far as to argue that
ships designed to carry vehicles powered by internal
combustion engines are not suitable to carry vehicles
powered by lithium-ion batteries.

That is very much a minority viewpoint, and such a
narrative will be hugely unpopular among
shipowners who would have to foot the bill for
extensive retrofit their PCTC fleet to reconfigure
deck spacing and firefighting systems, or even scrap
it altogether.

But it is now pressing that the debate be had out,
and a firm conclusion reached, sooner rather than
later.

As a minimum, this must entail a review of all

available evidence and a wider focus than any routine
flag state investigation into an individual accident.
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Electric vehicles have gone way beyond ‘first kid on
the block with a Tesla’ bragging rights and are
central to the fightback against climate change.

Production volumes will increase exponentially, as
will the need to shift them from production lines to
markets around the globe. It is essential we get this
one right.

Misdeclaration or non-declaration of cargo accounts
for around 25% of all serious incidents on boxships,
and some believe the true proportion is far higher.

Yantian Express in 2019 and Cosco Pacific in 2020
are the marquee cases here, and misdeclaration is
suspected but not proven in multiple other major
boxship losses.

Much of this headache can be laid at the door of
cheating shippers, out to nickel and dime

shipowners by avoiding the higher tariffs that
dangerous goods inevitably attract.

This makes for relatively easy workarounds. Cargo
screening software can detect suspicious bookings
and cargo details, and carriers themselves are
already imposing penalties.

Unified requirements and legal penalties for
misdeclared hazmat cargo should also be considered.

Finally, a word of commendation for the Dutch
authorities, who go the expense of maintaining
dedicated maritime firefighting capability, some
nearby countries have axed as an unnecessary luxury.

Fremantle Highway shows why this capacity should
at least be available on standby, even if it does not
get used for years on end. There always will be a fire
next time.

MARKETS

Strong HSFO demand halves Singapore

scrubber spreads

FIRM demand for high-sulphur fuel oil has driven
prices higher to sharply narrow the 3.5% sulphur
product’s discount to very low sulphur fuel oil in
Singapore, exacerbating the business case for
exhaust gas scrubber installations.

Rising HSFO demand from Middle Eastern countries
for power generation coupled with firmer buying
interest from the higher number of scrubber-installed
vessels to buoy HSFO bunker prices, which rose more
than the 0.5% sulphur product, also called VLSFO.

HSFO bunker prices in Singapore rose by $85 since
the end of June to reach $526 per tonne on July 27,
while VLSFO values were up by just $25.50 per
tonne in the same period to hit $607 a tonne,
according to price reporting agency Argus Media.

Firmer gains of HSFO narrowed its discount to
VLSFO to $81 per tonne, halving from its five-month
high recorded on June 19 at $163, Argus data
showed.

The narrowing price spread between the two
primary bunker fuel grades, also called the scrubber
spread, significantly exacerbates the business case
for installing the sulphur abatement devices, as a
spread of around $100 per tonne is thought to be
ideal for scrubber installations.
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HSFO discounts narrowed even further to $68 on
July 27 in Rotterdam, the world’s second-biggest
bunkering hub after Singapore, as the EU ban on
Russian crude and refined products have greatly
reduced HSFO supply in Europe.

Russian fuel oil exports were diverted to markets
east of Suez such as the UAE, Saudi Arabia, China,
India and Singapore since the EU ban on refined
products came into force in February. Saudi Arabia
typically ramps up fuel oil imports in summer
months to meet strong cooling demand.

Higher Russian fuel oil exports to Saudi Arabia and
the UAE this summer have come at the expense of
deliveries to Asia-Pacific, according to an analysis by
commodities data analytics provider Vortexa.

“While global HSFO demand for power generation,
bunkering and refinery feedstocks is expected to
remain firm in the weeks ahead, supplies could see
declines. Opec’s crude production cuts are expected to
reduce sour crude supplies particularly to Asian
refiners, in turn impacting their HSFO production,” said
Serena Huang, head of Asia-Pacific analysis at Vortexa.

The rally in HSFO prices could lose steam after
summer, as demand from the Middle East typically
ease with lower temperatures.
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Capesize rates surge but market outlook

remains uncertain

CAPESIZE bulk carrier time charter rates posted
week-on-week gains of 27%, while forward freight
agreements for the fourth quarter of the year, an
indicator of market sentiment, lost 9.4% in value
over the same period.

The growth in the higher average timecharter
physical rate was attributed to increased chartering
activity in the North Atlantic region, according to a
weekly report from shipbroker Braemar.

The current assessment of $15,180 per day on July
28 was the highest since June 28, data shows.

The improved rates were also partly attributed to
positive news from China, as the government
pledged to provide additional support to its
economy.

Shipowners are citing global growth concerns for
weaker dry bulk demand this year, with seaborne
volumes estimated to rise by 2% this year, Safe
Bulkers, a public shipping company with 44 bulkers,
said this week.

Volatile earnings for the fleet of 900 capesize vessels
that are used to ship iron ore and coal have been a
hallmark of 2023, plunging to as low as $2,300 daily
in late February and reaching nearly $22,000 per
day in May.

The Chinese government announced a series of
policy measures this week to address its embattled
property sector, the main driver of steel production,
and directly linked to demand for iron ore imports.

Iron ore futures rose after a July 24 politburo
meeting when leaders pledged to introduce

measures to support the country’s economic
recovery and housing market.

Measures focused on stimulating demand for
housing, rather than increasing supply, which would
have less impact on steel production, analysts said.
China imports about 75% of the world’s 1.5bn tonnes
in seaborne trade in iron ore.

China’s housing ministry said on July 27 it would
ease purchasing restrictions for buying second
homes and reduce the deposit ratio for first-time
homebuyers.

Lower deposits and interest rate cuts for mortgages
could be implemented from early August, said Yan
Yuejin, director of Shanghai-based E-house China
Research and Development Institute.

He noted this would strongly support property sales
if the first-tier cities were included in the easing
measures.

Forward freight agreements, which are used to
hedge the future price of shipping, are currently
trading at $14,269 per day for the third quarter and
$15,593 daily for the fourth quarter according to
Baltic Exchange indices.

The same freight futures were valued higher a
month ago, at $16,223 daily for the third quarter and
$16,682 daily on June 28, suggesting sentiment still
remains weaker despite the economic stimulus
announced by China.

Fourth quarter FFAs were valued at $14,269 per day
on July 27, down from $15,750 per day on July 21.

Costamare underlines ‘long-term’
commitment to dry bulk

COSTAMARE, the New York-listed containership

and dry bulk carrier owner, has posted a reduced

second quarter of the year profit as it continues to
build up businesses outside its traditional boxship
focus.

Posting adjusted net income of about $69m for the
quarter, and $115m for the first six months, the
company said that rates for containerships remained
at “healthy” levels, despite the market softening.
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“The orderbook, however, remains the principal
threat to the market,” said chief financial officer
Gregory Zikos.

Costamare’s 70-strong containership fleet is 99%
and 87% fixed for 2023 and 2024 respectively, with
contracted revenues of about $2.9bn.

The average weighted duration of the employment
coverage is close to four years.
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For the third quarter, the company’s traditional
boxship business generated profits of about $126m, but
this was partly offset by losses on the dry bulk side.

Costamare owns its own fleet of 42 bulkers, ranging
from handysizes to kamsarmaxes. On top of these
are two 2011-built capesizes that it has agreed to
acquire from the Goodbulk fleet.

Aquarange (IMO: 9585106) and Aquaenna (IMO:
9453743) — to be renamed Dorado and Enna
respectively, are scheduled to be delivered in the
third quarter.

Costamare’s owned bulkers are continuing to be
traded on a spot basis, Zikos said.

In addition, it has launched Costamare Bulkers, an
operating platform for a chartered-in fleet that has
already reached 56 bulkers.

“Having invested $200m in the dry bulk operating
platform, we have a long-term commitment to the
sector whose fundamentals we view positively,” he

saw it become the largest investor in Neptune
Maritime Leasing, also appears to be expanding its
activity.

“The platform has been steadily growing on a
prudent basis, having concluded in total, leasing
transactions worth $120m,” Zikos said.

In addition, there was “a healthy pipeline extending
over the coming quarters”.

During the second quarter, Costamare repurchased
$50m worth of its own stock under a previously
announced buyback programme.

The investments highlighted “our strong belief that
the share price is heavily undervalued considering
both the company’s performance and prospects”,
said Zikos.

Costamare said that it recently concluded
refinancing of loans on two containerships and
seven bulkers, with lower financing costs and
extended maturities for all the refinanced ships.

said.

The company’s other recent diversification, which

As of the end of the second quarter, the company

had liquidity of $1bn on its balance sheet.

IN OTHER NEWS

Russia is threatening commercial
vessels, say Ukrainian officials
RUSSIAN warships are
threatening civilians in the Black
Sea, violating all norms of
international maritime law,
according to Andriy Yermak, head
of President Volodymyr
Zelensky's office.

In a message posted on the
Telegram messaging app on
Friday, Yermak confirmed
widespread reports from industry
sources that ships entering the
Black Sea from the Bosporus are
now being routinely harassed by
Russian ships, both navy and
apparently commercial.

Ukraine's border guard service
published a warning it
intercepted by an unidentified
Russian source to a civilian
vessel passing near a Ukrainian
port on Thursday.
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CMA CGM expects sluggish market
for remainder of year

CMA CGM expects little in the
way of a market recovery for the
remainder of the year, as market
conditions in the transport and
logistics sectors continue to
deteriorate.

“Macroeconomic forecasts for
the second half of 2023
anticipate sluggish global growth
given the persistent inflationary
pressures weighing on consumer
spending as well as the
measures taken by central banks
in response and geopolitical
uncertainties,” the company said
in a release on its second-quarter
results.

“In light of uncertain demand,
new capacity arriving on the
market is likely to weigh on
freight rates in shipping,
particularly on east-west lines."

D'Amico eyeing more debt reduction
and better dividends

D'AMICO International Shipping
is eyeing improved shareholder
returns and further debt
reduction as it expects strong
market conditions to carry out
through the remainder of the
year.

Chief executive Paulo d’Amico
told Lloyd's List in an interview
that given elevated asset prices,
the company prefers to use its
cash to reward investors and
deleverage rather than buy new
ships.

“[Asset] values are too expensive
from our point of view,"” he said.

Economou's TMS Group orders
kamsarmax pair at Chengxi Shiyard
GREEK owner George
Economou's TMS Group has
placed an order for two
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kamsarmax dry bulkers at
China's Chengxi Shipyard.

The 82,600 dwt duo designed by
the yard have 600 dwt extra
carrying capacity than a
conventional kamsarmax and
meet the International Maritime
Organization's Energy Efficiency
Design Index phase three
requirements, said Chengxi in a
statement.

Financial details were not
disclosed. The same type of
newbuildings won by the Chinese
builder earlier this month were
priced at about $33m.

More electric cars than first thought
on board burning Fremantle Highway
FREMANTLE Highway, the
Panama-flagged car carrier
currently burning off the Dutch
coast, is carrying nearly 500
electric vehicles — significantly
more than the initial reports
suggesting only 25 battery
powered vehicles were on board.

The updated figures released
Friday by the vessel's charterer K
Line confirmed that there were
3,783 new vehicles aboard,
including 498 electric battery
vehicles. There were no
secondhand vehicles on board.

The Dutch coastguard has
reiterated that the cause of the
fire remains unknown, however a
spokesperson for the coastguard

initially confirmed that rescued
crew had reported the fire was

first detected near the electric

vehicles.

X-Press Feeders signs bio-methanol
offtake agreement with OClI
SINGAPORE-based X-Press
Feeders has signed a bio-
methanol offtake agreement for
its dual-fuel fleet with Dutch
producer OCI Global.

OCI will supply bio-methanol to
X-Press Feeders' dual-fuel
boxships operating in European
ports from 2024. The feeder
owner has a total of 14 dual-fuel
methanol vessels on order, with
the first eight to be delivered next
year.

“The advance procurement of
green methanol allows us to offer
the main container line operators
and interested European
beneficial cargo owners the ability
to deliver an intra-European green
corridor by mid-2024," said
X-Press Feeders chief executive
Shmuel Yoskovitz.

EU approves $44m support for
German LNG terminal in Brunsbiittel
THE European Commission has
approved a $44m support
package for the planned onshore
liquefied natural gas terminal in
Germany's Brunsbuttel with a
10bn cu m annual capacity as
part of the bloc's efforts to
diversify energy sources.

“The measure will contribute to
the security and diversification of
energy supplies in Germany and
help end dependence on Russian
fossil fuels in line with the
REPowerEU Plan," the
commission said in a statement
issued on Friday.

The German government, which
will own 50% of the terminal,
plans to start operations by the
end of 2026. The Dutch gas
network operator Gasunie will
own a 40% stake in the terminal
and the German utility RWE will
have a 10% share.

Capital Product Partners confirms
sale of solitary bulker

CAPITAL Product Partners has
posted lower second-quarter
profits after booking a loss on the
long-awaited sale of its solitary
dry bulk carrier and
implementing a number of fleet
upgrades.

The Nasdag-listed owner, that is
backed by Evangelos Marinakis'
Capital Maritime group, took an
impairment charge of $8m on the
agreed sale of the 13-year-old
capesize Cape Agamemnon
(IMO: 9451264).

The vessel had long been seen as
a sale candidate since the
partnership's business is
otherwise focused on
containerships and liquefied
natural gas carriers.

For classified notices please view the next page.
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